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Byron V. Kanaley Nominated for President 
and Guy T. O. Hollyday for Vice President 


yron V. KANALEY, president of 
Cooper, Kanaley & Co., Chicago, 
has been selected as the nominee 
for president of MBA for the 1945-46 
term to succeed L. E. Mahan of St. 
Louis, according to an announcement 
by Stanley H. Trezevant, Memphis, 
chairman of the nominating committee. 
Guy T. O. Hollyday, president of 
the Title Guarantee & Trust Company, 
Baltimore, was nominated for vice 
president. Other members of the nom- 
inating committee are John C. Thomp- 
son, Newark; John H. Scott, Pitts- 
burgh; Aksel Nielsen, Denver; and A. 
A. Zinn, Indianapolis. 


Byron V. KANALEY 


Since no annual meeting can be held 
this year, election will be by mail ballot. 
An announcement of the details of the 
election will be made shortly. 


Mr. Kanaley has been a member of 
the Association since 1925 and was first 
elected to the board of 
1929. He was one of the organizers 
and first president of the Chicago 
MBA and served three terms. He is a 
graduate of the University of Notre 
Dame and the Harvard Law School, 
and’ is chairman of the board of lay 
trustees of Notre Dame. He is a mem- 
ber of the executive committees of 
several charities, including the Catholic 
Charities of the Archdiocese of Chi- 
cago, Illinois Association for the Crip- 
pled and the F. J. Lewis Fund for the 
Tuberculous Poor. He is a past presi- 
dent of Winnetka Community Chest, 
director of the Chicago Community 
Chest, former treasurer of Chicago 
Real Estate Board and former president 
of Chicago Realty Club. He is a 
regional director of the Committee for 
Economic Development. 


governors in 
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Before assuming his present position, 
Mr. Hollyday was with Randall H. 
Hagner & Company in Baltimore. He 
graduated from Johns Hopkins Uni- 
versity and was a first lieutenant in the 
cavalry during the last war. He was 
sales manager of the Mortgage Guar- 
antee Company for five years and for 
six years held a similar position with 
the Roland Park Company. 

He has been very active in Association 

activities since he joined MBA in 1937. 
He was elected to the board of gov- 
ernors in 1938 and this year was chair- 
man of the FHA Committee. He has 
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served on the nominating, membership, 


state and local associations, executive, 
ways and means, code of ethics and 
fair practices, war bond sales, clinic 
and conference and other committees 
and has been chairman of many of 


them. He was a regional vice president 


for the 1944-45 term. 


Regional Vice Presidents 


Nominations for seven regional vice 
presidents were also announced, They 
ire: 

Charles H. Hayes, 
mortgage and real state officer, The 
Brooklyn Savings Bank, Brooklvn. 

Southeastern J. C. McGee, 
president, Reid-McGee and Company, 
Jackson, Miss. 

Northeast central region, Frank J. 
Mills, cashier, Fort Wayne National 
Bank, Fort Wayne, Indiana. 


Northwest central region, Harry A. 


I astern region, 


region, 


Fischer, vice president, The Mutual 
National Bank of Chicago. 
South Central region, R. C. Ober- 


mann, vice president, Mercantile-Com- 
merce Bank & Trust Co.. St. 
Pacific region, Dean Vincent, presi- 


Louis. 


dent, Dean Vincent, Inc., Portland, 
Oregon. 
Rocky Mountain region, C. W. 


Mead, president, Nebraska Bond and 
Mortgage Corporation, Omaha. 


Governors 


Nominations for membership on the 
board of governors for terms expiring 
in 1949 were: 

John C. Thompson, president, New 
Jersey Realty Company, Newark, N. J. 

W. L. King, Boss & 
Mortgage Washington, 


president, 
Phelps Co., 
Me 4 

Joseph M. Miller, president, Miller 
Mortgage Company, Inc., New Or- 
le ins. 

Frank L. Wilkinson, president, Shry- 
ock Realty Company, Kansas City, Mo. 

Paul J. Vollmar, vice president, The 
Western & Southern Life 
Co., Cincinnati. 

Norman H. Nelson, vice president, 
Minnesota Mutual Life Insurance Co.., 
St. Paul. 


Aubrey M. 


Insur ance 


Costa, vice president, 
Southern Trust & Mortgage Co., 
Dallas. 
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MBA’s Educational Program Is Successfully 
Launched; Plans for Continuing Discussed 


NE of the most important activi- 
ties which MBA has ever under- 
taken and which is likely to result 

in one of the most significant develop- 
ments in the mortgage lending field 
today described in detail at the 
June meeting of the board of governors 
by E. D. Schumacher, Memphis, liaison 
committeeman for our educational com- 


was 


mittee, in his report of the successful 


launching of our first educational 
program. 

The idea of inaugurating an adult 
education course for mortgage men as 
well as other courses for junior execu- 


tives in the business has long been dis- 


cussed but this year the program has 
become a reality and is off to an ex- 
cellent start. 


At the beginning of his administra- 
tion, President Mahan announced that 
establishing such a program this year 
would be one of his principal objectives 
and he has devoted many weeks working 


with the committee toward that end. 









L. E. Manan 


Shown here are several members of 
the Educational Committee with other 
MBA _ members were active in 
launching the Association’s first educa- 


who 


tional program. Those not shown who 
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D. ScHUMACHER 


Joun C. THompson Frank L. Witxinson W. 


The result has been that the Conference 
on Urban Mortgage Lending sponsored 
in cooperation with New York Univer- 
sity, has been held and pronounced an 
outstanding success. The second, the 
Mortgage Bankers Farm Seminar spon- 
sored in cooperation with Purdue Uni- 
versity, has just closed and was equally 
successful. A report on it will appear 
soon. 

In his report to the governors, Mr. 
Schumacher pointed out the great value 
of this type of educational course for 
mortgage men and what it means to 
progress in the field of mortgage lend- 
ing. He pointed out that while the 
applications greatly exceeded that num- 
ber, only 64 could be accepted and still 
comply with ODT regulations govern- 
ing meetings. He told the governors 
that the New York Conference had 
fully justified the expectations of the 
Educational Committee and that its 


success clearly called for a continuation 
of the program. 





H. D. Rutan 





H. C. Perker 


a 


A. CLARKE 


were active in this effort are John D. 
Corley, Des Moines, Edward D. Auer, 
Ft. Wayne, Ind., W. D. Davis, Kansas 
City, and Milton T. MacDonald, Jer- 
sey City, N. J. : 
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He paid tribute to members of the 
city loan and farm loan sections of his 
Committee for the work they did in 
perfecting the project. These included 
Frank L. Wilkinson, Kansas City, chair- 
man of the city group, with C. Armel 
Nutter, Camden, N. J., acting chair- 
man; and Harry C. Peiker, Springfield, 
Mass. The farm group was headed 
by John D. Corley, Des Moines, as 
chairman and included Edward D. 
Auer, Ft. Wayne, and W. D. Davis, 
Kansas City. Assisting the committee 
were W. A. Clarke, Philadelphia; 
Milton T. MacDonald, Jersey City; 
Harold D. Rutan, New York; and John 
C. Thompson, Newark. All of these 
men attended from four to eight meet- 
ings during the advance work for the 
two courses. He singled out President 
Mahan for special recognition for fur- 
nishing the leadership that brought the 
program into being. 

He also paid tribute to the excellent 
cooperation on the part of New York 
University officials, especially Paul A. 
McGhee, Director of the Division of 
General Education, and George Row- 
land Collins, Dean of the Graduate 
School of Business Administration. 


Twenty-three mortgages companies, 
16 insurance companies, 10 savings 
banks, seven national banks, four state 
banks and trust companies, four real 
estate and mortgage brokers and one 
savings and loans were represented in 
the registration list. 

As a result of the New York Con- 
ference, present plans call for a con- 
tinuation of this course each year but 
concentrating the entire program into 
two full days with morning, afternoon 
and evening sessions. The Conference 
this year occupied an entire week with 
sessions in late afternoons and evenings. 

This course will precede a two weeks’ 
course for junior executives which will 
last two weeks and which it is hoped 
to inaugurate next year. This was one 
of the principal objectives of President 
Mahan and the MBA educational com- 
mittee but could not be attempted this 
year because so many of the younger 
men for whom it would be designed are 
now in the armed forces. 

By next year, it is believed, a suffi- 
cient number will have returned to 
civilian life to make the course advisa- 


The Mortgage Banker @ 








What They Thought About the NYU Program 








Fred H. Quiner, vice president, 
Central National Bank and Trust Com- 
pany, Des Moines: “Every one of the 
papers was outstanding, but the out- 
standing discussion was that of Dr. 
Marcus Nadler on the trend of interest 
rates. Dr. Hoyt’s discussion, Mr. Riggs’ 
paper on the effect of income taxes on 
real estate and John Koenig’s discussion 
of construction loans were all valuable.” 


Irvin N. Clary, vice president, The 
Paterson Savings Institution, Paterson, 
N. J.: “The conference was excellent 
in every respect, the program well bal- 
anced, the subjects covered timely and 
the speakers authoritative and interest- 


ble. Some limitation on registration 
would be made probably at around 150 
and 200. While a fuli two weeks’ 
course is tentatively planned for the 
younger mortgage men, the _ initial 
course next year might be organized for 
only one week with the full course 
started the following year. A course 
of study and research would be required 
between the first and second years, ac- 
cording to present plans. 

Before final arrangements are com- 
pleted, it is planned that MBA members 
will be given a full opportunity to 
submit suggestions and ideas for subjects 
in which the junior executives should be 
trained. A course of study for these 
men is something entirely new so the 
Association and its educational 
mittee will start with no past precedents. 

The launching of the 
program this year—despite the difficul- 
ties of travel and the absolute necessity 
of limiting attendance—indicates the 
great value this activity will have when 
more and more MBA members can 
attend, in the opinion of President 


Mahan. 


“MBA has started a program which 
will be the medium for an accurate and 
profitable exchange of ideas in the 
mortgage field,” he said. “It will prove 
the force that will clarify much of the 
misunderstanding on various problems 
and serve as the means for improving 
lending practices procedure.” 


com- 


successful 
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ing. It is difficult to find where any 
material improvement is needed for 
future guidance. A splendid pattern 
has been devised and executed”. 


W. Braxton Ross, vice president, 
Morrison & Morrison, Inc., Denver: 
“Tt was an excellent conference, es- 
pecially for those operating in and 
around New York. The program, sub- 
jects and speakers in general were ex- 
cellent. It would be well to have 
similar conferences in other areas such 
as Chicago, Kansas City or Denver, 
Los Angeles or San Francisco, Houston 
or E] Paso—or in at least four sections 
of the country where national and local 
problems could be discussed. Certainly 
the conference was something we should 
have more of in the future.” 


A. I. Macdonald, Massachusetts 
Mutual Life Insurance Company, 
Springfield: “MBA is to be congratu- 
lated on the course. I was favorably 
impressed with all speakers and feel 
they had an excellent grasp of their 
subjects and that the course was worth 
while attending. I would suggest that 
in the future it be concentrated in a 
fewer number of days. (£ditor’s note: 
That is the present plan—see opposite 
page.) I also felt it would be desirable 
if those attending could have had out- 
lines in advance of the subject matter 
of each individual lecture. (£ditor’s 
note: This was done at Purdue; we 
hope it will be possible at all future 
courses)”’. 


G. €, Elliott, mortgage supervisor, 
The Great-West Life Assurance Com- 
pany, Winnipeg, Canada: “The Con- 
ference was an outstanding success. 
The topics included many of the more 
important problems facing mortgage 
lenders today. The general arrange- 
ments were excellent.” 


Ralph C. Limber, research analyst, 
National Life Insurance Company, 
Montpelier, Vt.: “The program was 
well worked out. Possibly it would be 
well to confine future programs to a 
more limited list of subjects and then 
go into them somewhat more exten- 

(continued on page 8) 











More Servicing Profit 


A life company official here outlines 
a plan which he thinks will simplify 
servicing and make it more profitable 


By A. B. KURRUS 


HIS is a proposal for changing the 

repayment terms in the monthly 

plan for all types of loans, includ- 
ing FHA. From the standpoint of the 
lender and loan correspondent it should 
simplify and make easier the servicing 
of loans and, what is most important, 
illow both to a net profit on 
loans when the principal balance has 
been reduced to a point where the in- 


realize 


terest, or service fee receiv ed, 1s unprof- 


itable or less than the cost of servicing. 


Briefly the proposal provides that a 
loan should be matured or placed on a 
quarterly or semi- 
annual basis on 
that date when the 
shall have 


been reduced to a 


loan 


certain balance, or 
a certain percent- 
age of the original 
If the 
matured, 

should 
provide that the 
lender, at the op- 
mortgagor, will extend the 


amount, 
loan 1S 
the note 





A. B. Kurrus 


tion of the 
balance to be payable at quarterly or 
semi-annual intervals and in_ such 
amounts as previously will have been 
agreed upon. 

At this point most lenders and per- 
haps loan correspondents will say that 
the average loan only stays on the books 
seven years or so and that such 


posal would be of little practical value. 


a pre = 


Lenders, however, as well as loan cor- 
respondents, must deal in actual loans 
and not in averages and the fact re- 
mains that both have many loans 
on their books under $2,000. To prove 


this point, let me cite the actual condi- 


will 


tion of our portfolio as at the close of 
1943. 


true, or approximately so, for most in- 


These percentages should hold 


surance company accounts; and if they 
do, they would also hold true for cor- 
respondents’ accounts. 


Our loans are divided into three clas- 
sifications: the conventional loans into 
monthly payment and regular (i. e. 
all others), and FHA loans, which are 
of course monthly payment. These 
shall be referred to as monthly, regular 


FHA. 


and 





The author is assistant secretary 
of The Franklin Life Insurance 
Company, Springfield, Illinois. He 
is in a good position to appreciate 
the problems of the correspondent 
as well as those of the life com- 
pany home office. Before joining 
Franklin Life, he was a corre- 


spondent for 18 years. 











In our monthly account, loans with 
balances of $3,000 or over represented 
53.2 percent of the number and 89.5 
percent of the volume. Loans $2,000 
to $3,000 represented 20.6 percent of 
the number and 6.1 percent of the 
volume and loans under $2,000 repre- 
sented 26.2 of the number and 4.4 per- 
cent of the volume. The complete table 


is as follows: 


Percent No. Percent of 


MONTHLY of loans Volume 
Loans $3,000 and over §3.2% 89.5% 
Loans $2,000 to $3,000 20.6 6.1 
Loans Under $2,000 26.2 4.4 
REGULAR 

Loans $3,000 and over 63.8 92.7 
Loans $2,000 to $3,000 13.8 4.0 
Loans under $2,000 22.4 3,3 
FHA 

Loans $3,000 and over 76.7 86.6 
Loans $2,000 to $3,000 16.4 10.7 
Loans under $2,000 6.9 2.7 
ALL LOANS 

Loans $3,000 and over 69.5 90.1 
Loans $2,000 to $3,000 16.0 6.7 
Loans under $2,000 14.5 3.2 


Note: The FHA figures show a fairly low per- 
centage under $2,000 as the oldest loan was not 
quite four years old. It can safely be assumed that 
after a few more years the number of loans with 
balances of less than $2,000, would increase con- 


siderably. 
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From the standpoint of servicing, 
it is the number of transactions or en- 
tries that are posted and not the volume 
of loans that is the governing factor. 
It hardly need be noted that the same 
personnel can handle 1,200 annual pay- 
ment loans as easily as 100 monthly 
payment loans—forgetting, for the sake 
of comparison, insurance and tax items. 
From the figures above, it can be seen 
that 46.8 percent of the work involved 
in our monthly payment loans represent 
only 10.5 percent of the volume of such 
loans. 


One might argue here that if such is 
the case why not do away entirely with 
monthly payment loans? As a servicing 
problem this practice would no doubt 
be advisable but from a security stand- 
point one need not argue the case for 
the soundness of monthly payment 
loans. The only point involved in this 
suggestion is te change the payment in- 
terval after a loan has been sufficiently 
reduced so that the risk has been mini- 
mized. 


Some one might suggest that we con- 
tinue to write loans for the full matu- 
rity and, at some future time, when the 
loan had been reduced, ask the borrower 
to change the terms of repayment. We 
have done this in some cases and the 
borrower has been glad to change; in 
other cases he has ignored our letters or 
has been reluctant to change. 


The argument will also be advanced 
that to mature loans at that point will 
result in a loss in the portfolio prior 
to the time you might have held such 
loans. The answer to that argument 
is really the crux of the entire proposal. 
A lender or correspondent will be finan- 
cially better off to have such loans paid 
off when they reach a small balance 
rather than to continue them on a 
monthly payment basis. The reason for 
such a statement should be obvious on 
analyzing the net results obtained on 
such loans. 

It is of course most difficult to ac- 
curately state how much it costs to ser- 
vice a loan. Many correspondents have 
stated that one half point will about 
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break even on residential loans. At 
least that fee is quite customary and 
it might be assumed, somewhere within 
reason, that the correspondent averages 
about $25 annually as a service fee on 
his residential loans if the loans have 
a $5,000 average, although FHA aver- 
ages will be less and his service fee 
somewhat less proportionately. 


For easy figuring let us assume $2 
per loan per entry as his cost of service. 
From an insurance company’s stand- 
point, by the time payments come 
through cashiers’ controls, are distrib- 
uted, audited, and machine posted to 
individual accounts, and finally to sta- 
tistical, not considering supervision and 
special service on delinquents, it is un- 
reasonable to suppose that it will have 
less than a $2 per entry per loan expense. 
Any company may make its own anal- 
ysis of cost but this seems a reasonable 
estimate. Whether the cost be more or 
less, however, does not change the pri- 
mary premise, namely: the cost of ser- 
vicing reduces the effective net yield of 
the investment. 


The typical residential monthly loan 
we make, excluding FHA, is about 
$5,000, has a 12-year maturity and nets 
us between 4 percent and 41% percent. 
Taking the larger net interest figures 
and. allowing a cost of $2 per entry 
per loan, we find that during the 9th 
year of the loan we receive $67.08 of 
interest. 


Deducting $24 service this 
leaves us a net of 2.7 percent on the 
average investment during the year. 
Continuing these calculations on the 


cost, 


amount of interest received less servic- 
1g expense, we have a net return of 
.2 percent the tenth year, less than | 
percent the eleventh year and a minus 
return the twelfth year, for an over all 
net return the last four years of 1.6 


ir 
. 


percent. 


If, however, the same balance were 
put on a semi-annual basis where there 
entries per year instead of 
twelve we have a net return of 4 per- 
cent the 9th year, 3.9 percent the 1 (th, 
3.7 percent the 11th, and 3.0 percent 
the twelfth for an over all net return 
the last four years of 3.8 percent. 


are two 


On FHA loans where the net yield is 
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smaller and the maturity runs up to 25 
years, it is obvious that the comparison 
would be even more favorable toward 
a semi-annual payment basis. It is also 
obvious how small the correspondent’s 
service fees become when the loan has 
been reduced to $1,000 or $1,500. 


As a practical method of putting such 
a plan into operation, if the loan were 
to be matured, the note would simply 
provide for the regular payments as if 
it were to be amortized on a 10, 12 or 
15 year schedule, or whatever term 
was agreed upon, but the actual date of 
maturity would be shortened and a 
clause added setting forth the option of 


extension. This clause might serve: 





The sum of $ shall be paid on 
the first day of 19 and 
a like sum shall be paid on the first day 
of each month thereafter up to the first 
day of 19 on which 
date the entire amount remaining unpaid 
under this shall become due and 
payable, extended as_ hereinafter 
provided. Each payment provided for herein 
shall include the interest accrued hereunder 
and shall be applied first to the payment of 
such accrued interest and the balance shall 
be applied in the payment of principal. 


note 
unless 


Provided there is no default in the terms 
or conditions of any provisions of this 
note or of any portion of any mortgage, 
deed of trust, or other instrument securing 
the payment hereof, The Franklin Life 
Insurance Company, or the legal holder of 
this note, will, at the request of the mort- 
gagor, extend, on the first day of 
19...., the time for payment of the remain- 
ing unpaid balance so as to become pay- 
able as follows: $ each six 
months commencing on the first day of 
19 and until the en- 

have been paid, with 
unpaid balances payable 
semi-annually at the same rate as herein- 
before provided. 


tire balance shall 
interest on such 











The details of extension, prepayment 
privilege, etc., would all be settled at 
the time the mortgage was originally 
negotiated. It is of course a simple cal- 
culation to ascertain at what future date 
a loan, at a certain rate of interest, 
payable so much per month principal 
and interest, would be reduced to 
$2,000, or perhaps $1,500. Some lend- 
ers might even choose to raise this figure 
to $3,009 but from all practical con- 
siderations $2,000 seems the most rea- 
sonable figure although the original 
amount, valuation, terms, etc., would 
be factors in determining the amount. 
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To illustrate this plan, assume 
a loan of $6,000—4'% percent—15 
years monthly until $2,000 remains and 
an optional extension thereafter. This 
loan dated Nov. 1, 1944, would nomal- 
ly be due Nov. 1, 1959, but under the 
above plan the maturity date would be 
set Nov. 1, 1955, or 11 years hence. 
The payment would be $46 per month 
(actually the figure is $45.90 but we 
prefer to round off to even dollars) 
commencing Dec. 1, 1944, and contin- 
uing to Nov. 1, 1955, at which time, 
at the option of the borrower, the 
balance would be extended payable at the 
previously agreed upon amounts, prob- 
ably $200 each six months plus interest, 
until the balance had been fully repaid. 
This program would take one year 
longer to pay the debt but even if the 
prepayments had been set at only $100 
each six months, it should still repre- 
sent an excellent investment, and on a 
semi-annual basis would show a good 
net return. 


Instead of maturing the loan when 
it has been reduced to a certain figure, 
such as $2,000, the alternate plan pro- 
vides for semi-annual payments when 
the loan has been reduced to a given 
percentage of the original loan regard- 
less of date. This percentage could be 
4() percent or possibly more. To illus- 
trate, a $5,000 loan would be payable 
semi-annually instead of monthly when 
the principal had been reduced to 
$2,000 on a 40 percent basis. The 
suggested wording and operation of the 
alternate is as follows: 


“The sum of $ shall be paid 
on the first day of 19 
and a like sum shall be paid on the first 
dav of each month thereafter until said 
principal sum has been reduced to $ 


after which the sum of $ shall be 
paid on the first day of 19 

and a like sum shall be paid on the first 
day of 19 and each 


six months thereafter up to the first day 
of 19...., on which date the 
entire amount remaining unpaid under this 
note shall become due and payable. Each 
payment provided for herein shall include 
the interest accrued hereunder and shall be 
applied first to the payment of such accrued 
interest and the balance shall be applied in 
the payment of principal.” 


To illustrate the above plan assume a 
loan of $5,000—4%4 _ percent—20 
years, monthly until 40 percent or $2,- 


000 remains, and semi-annually there- 
after. Loan dated Nov. 1, 1944, due 


wn 














Norman H. Nelson, vice prest- 
stdent and treasurer of the Minne- 
sota Mutual Life Insurance Com- 
pany and chairman of MBA’s 


Mr. Kurrus brings up a matter 
of great interest to both investor 
and mortgage banker. One must 
agree with him in his main prin- 
ciple; my comments will deal with 
the fringes. His article pertains to 
FHA and conventional type 
monthly loans. The latter permit 
us to deal freely with the bor- 
rower and there is no obstacle to 
prevent us from writing such loans 
in the manner he suggests if we 
want to do so. 

FHA monthly loans, however, 
pose other questions. I believe 
FHA rules and procedures are 
quite satisfactory and dislike to 
see them tampered with further. 
A feature of FHA loans is found 
in the level monthly payments, in 
amounts and at payment dates 
more easily met, and in the avoid- 
ance of changing schedules. 

We cannot overlook the effect 
on a Mr. Kurrus’ 


proposal. The borrower now pays, 


borrower in 


say, $35 per month covering in- 
terest and principal. This month- 
ly payment is constant whether the 
is $4,500 or $1,500. To 
change to a quarterly or semi-an- 


loan 


nual basis would require payments 
of roughly $105 or $210 respec- 
tively, if the final maturity date 
for full payment is to remain as 
originally planned. I that 
FHA borrowers would not 

ls available 


such larger 
when needed. Lower wage scales 


fear 
many 


have sums 





A Life Insurance Man’s View 


Company Aavisory 
likes Mr. P 


proposal— but has some reserva- 


Insurance 
Committee, Kurrus 
tions. He writes: 


and longer payment periods might 
substantially increase the percent- 
age of delinquents. Handling of 
delinquents boosts the servicing 
costs. 

One study of servicing costs by 
an investor indicated that it could 
service $15 million of FHA loans, 
including the making of new 
loans, at a cost of 4% of | percent 
from interest received. However, 
an important point often over- 
looked in determining servicing 
costs is this: A heavy portion of 
such costs is in the origination, ap- 
proval and closing of new loans. 
The matter of receiving and post- 
ing remittances, and other book- 
keeping, if it could be separated 
and was not expected to forever 
carry the new-loan 
functions mentioned, would show 
an entirely different picture. 
When a loan originally $4,000 
or more is reduced to $1,500 or 
less it usually becomes a mere 
matter of bookkeeping which 
should be our cheapest operation. 
In this connection the investor can 
save time and expense by employ- 
its hollerith equipment, by 
requiring 


expensive 


ing 
negative posting, by 
even-dollar monthly payments, by 
averaging the servicing fees over 
the year; or by posting each loan’s 
escrow ac- 

This last 


operation alone saves two postings 


escrow funds to one 


count instead of three. 


per month for each case. 








Nov. 1, 1964. The payment would be 
$32 on Dec. 1, 1944, and each month 
thereafter until reduced to $2,000 ap- 
proximately 14 years hence, if not soon- 
er paid, after which $192 would be due 
May 1, 1959, and each six months 
thereafter the had been 
fully paid. 


until balance 


6 


It is my opinion that careful study 
with independent research and analysis 
would show the loan officer or corre- 
spondent the practical advantages of this 
proposal. It would also be advisable to 
discuss the matter with FHA officials 
in an attempt to secure their coopera- 
tion so as to place FHA loans on some 
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PLANS MADE TO ORGANIZE 
SOUTH BEND, IND. CHAPTER 
MBA expects to add another new 

local chapter soon with the organiza- 

tion of South Bend, Ind. MBA. A 

preliminary meeting was held in that 

city June 19 attended by representatives 
of 15 mortgage lending institutions. 

Charles H. Beutter, vice president, St. 

Joseph Bank & Trust Company, South 

Bend, was elected temporary chairman. 

Another meeting will be called soon 

to adopt a constitution and by-laws and 

perfect a permanent organization. 
Among those who met with the 

South Bend mortgage men were R. W. 

Stockwell, Union Title Company, 

South Bend; Ernest H. Hackman, 

Wayne Mortgage Company, Fort 

Wayne, and an MBA regional vice pres- 

ident; Frank J. Mills, Fort Wayne 

National Bank and an MBA board 

member, and George H. Patterson, 

MBA secretary. 


such program. The FHA, very thought- 
fully, collects its premiums on an an- 
nual basis, although the borrower pays 
them monthly. 

After discussing and studying this 
proposal for some months, I can see no 
real disadvantage. The only objection 
might come from the borrower but I 
firmly believe that a few minutes dis- 
cussion would convince him that there 
was nothing detrimental to his interest. 





For the lender and correspondent the 
points previously outlined should be 
sufficient to show the many advantages. 
Summarizing, I would set them out as 
follows: 

1. The elimination of unprofitable 

business from your portfolio 

2. Reduction of personnel required 

to handle the same volume, or 

3. No increase in personnel, equip- 

ment and. space to handle a larger 
volume of loans. 

4. The extension may provide for 

the loan staying on your books 

for a longer period than might 
be provided on a straight monthly 
basis. 

5. An automatic extension or change 
to a semi-annual basis when the 
loan balance has been reduced to 
a point where the risk is at an 
absolute minimum. 


July, 1945 
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Nation’s Mortgage Debt in 1944 Declined 
Substantially, MBA Annual Survey Shows 


By J. ROBERT MILLER 


vr the end of 1944 a drop of 8 

per cent in the volume of mort- 

gages outstanding was recorded, 
according to figures compiled by Presi- 
dent Mahan and the MBA Research 
Department. Significant in this change is 
the variation as between mortgages held 
by Federal agencies as compared with 
the amounts from private sources. In the 
federal category, loans dropped from 
$3,563,232,000 to $2,980,715,287 or 
19.2 per Loans from private 
sources dropped only 7.1 per cent 
or from $30,858,200,000 to $28,676,- 
135,000 according to the report. 

Causes for the decrease in the mort- 
gage debt of the United States seem to 
be as follows: 

(1) Borrowers are generally pay- 
ing their debts as rapidly as possible. 
The days of the depression of the 30’s 
are too close at hand not to have made 
a lasting impression upon those now 


cent. 


paying off mortgages. 

(2) During the war there has been 
little to buy and therefore no competi- 
tion for the 
pockets of borrowers. 

(3) Increased income for man: 
mortgagors during the war period. This 
is not wholly true of the middle class 
white collared worker but true of many 
engaged in war work. ; 

(4) Increased farm income in rela- 
tion to expenditures. Farmers generally 
are in the best financial position they 
have known since World War I. 

(5) Curtailed construction 
during the war emergency has limited 
the additions of mortgages from new 


increased dollars in the 


new 
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urban property and from the construc- 
tion of farm homes and buildings. 

(6) Despite the rapid turnover of 
property at higher prices, the better cash 
position of buyers has tended to restrict 
the upward volume of mortgages, par- 
ticularly in the farm field but notice- 
able in the urban field also. 

At the end of 1943 federal agencies 
held $3,563,232,000 in mortgage loans 
or 10.4 per cent of the total urban and 
farm mortgage indebtedness of the 
country. Comparing this relationship at 
the end of 1944 we find that the federal 
agencies had only $2,980,715,287 of 
mortgages or 9.4 per cent of the total. 
The reduction of mortgages held by 
the Home Owners’ Loan Corporation 
and the Federal Land Banks account 
for a large part of this decline. Also 
contributing substantially to the decline 
in mortgages outstanding were the 
Federal National Mortgage Associa- 
tion and the Federal Farm Mortgage 
Associaticn, ; 

Among the private lenders which 
their mortgage _ portfolios 
during 1944 were the building and loan 
associations. This done in spite 
of the curb on the building of new 
homes. While the figure of $4,750,- 
000,000 is impressive it is still substan- 
tially below the 1929 peak of 
$6,507,000,000 in mortgages held by 
that segment of the industry. é 

Insurance companies about held their 
own as compared with figures of one 
year earlier. This was possible only by 
the purchase during the year of 


$133,000,000 farm $283,- 


increased 


was 


loans, 
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000,000 FHA mortgages, and 
$525,000,000 of “other mortgages.” 

Mutual savings and commercial 
banks practically maintained their 
volume of mortgages as did the frater- 
nal societies and associations. 

In the final classification of “others” 
we see the greatest drop of any class 
of private lenders. This probably stems 
from the uncertainty as to the future of 
prices and values. Those fearing in- 
flation have probably liquidated their 
mortgages and invested directly in tan- 
gible property. Those fearing deflation 
have heen reluctant to lend their money 
on “inflated war values” and have ac- 
cepted the principal of their loans as 
they became due without reinvesting in 
this form of investment. 

While the picture of declining mort- 
gage volume may not be immediately 
appealing to the mortgage banker, it 
does indicate a healthy condition on 
which to begin postwar lending. 


See tabulation next page. 





An Able Public 


Servant Retires 


A Note of Appreciation 











Mortgage men will regret the deci- 
sion of Abner H. Ferguson to retire as 
commissioner of FHA to re-enter pri- 
vate life. Mr. Ferguson has distin- 
guished himself as one of the ablest 
public servants in Washington and has 
made an excellent record of administer- 
ing FHA—an accomplishment of no 
small proportions since this agency has 
been characterized by the generally 
high quality of its personnel. 

MBA is sorry to see Mr. Ferguson 
leave. He has always shown the keenest 
appreciation of the problems which we 
have taken to him. He has always 
shown by his actions that he was anxious 
to do everything within his power to 
assist in solving these problems. 

Mr. Ferguson engaged in law prac- 
tise in Washington for 23 years before 
joining FHA as assistant general coun- 
sel in December, 1934. A year later 
he was advanced to general counse] 
and in the spring of 1940 were added 
the duties of first assistant to Stewart 
McDonald, then administrator. The 


(continued next page) 








following December he became ad- 


ministrator. 


obtain better housing conditions through 
loans of more than eight billion dollars 
made to them by private financial in- 


those policies be continued so as to 
assure that the FHA remain a sound 
institution—operating to the bénefit 


In his letter to President Truman, he 
of home owners, financial institutions 


and the home building allied 
industries.” 

WHAT THEY THOUGHT 

(continued from page 3) 
sively. More time could 
spent on construction loans.” 

Thomas E. Colleton, president, 
Clinton Title and Mortgage Guaranty 
Company, Newark: “The feature which 
appealed to me most was the time 
schedule—from 4 P. M. to closing. 
Starting the program with Dr. Hoyt’s 
speech was excellent planning. I liked 
Dr. Nadler’s speech particularly.... 
I would say the Conference was as well- 
planned and carried out as any I have 
ever attended.” 


stitutions. I am glad to know also that 
it has become entirely self-supporting; 
that losses have been infinitesimal and 
that FHA is now paying dividends to 


those thrifty Americans who have paid 


wrote: 

“T have the 
\dm nistration almost since its organi- 
from an 


and 


been associated with 


seen it grow 


a big, strong, 


zation. I have 


experimental idea into 
been 


their mortgages in full. have 


Wants FHA Continued 


“This successful operation has been 
made possible by the sound character of 
the policies adopted. I know that the 
great 


sound institution. Its success has been 
due in large part to the w hole-hearted 
which has been given to it by 
late President Roosevelt 
friendly attitude that 


shown by both 


support 
our be loved 


und by the has 


always been houses of 


the Congress. decisions involved are due in 


The President replied: measure to your personal wisdom and 
‘As you say, from an experimental the sound advice which you gave your 


FHA 


sound 


has i big, predecessors as well as to your own 
independent action during your four 


institution. I 
couraged to know that it has helped 


idea, the grown to 


am en- 


strong, 
year tenure of office. 


more than six million home owners to “Tr will always be my desire that 





Total Mortgage Debt In the U.S. 


Increase 


As of Dec. 31, 1943 As of Dec. 31, 1944 or Decrease 


Urban mortgages of Federal Agencies 
—18.5% 
0.3% 


1,091,000,000 (c) 
101,287,883 (d) + 
52,535,404 (d) 


1,.338,000,000 4 
101,000,000 
65,000,000 


Home Owners’ Loan Corporation 
RFC Mortgage Company 
Federal National Mortgage Ass’n. 


Farm Mortgages of Federal Agencies 
Federal Land Banks (e) $ 
Federal Farm Mortgage Corp. (e) 

Administration (e) 


1 452,886,000 
429,751,000 
176,595,000 


$ 1,209,646,000 
347,310,000 
178,936,000 


$ 2,980,715,287 


(a) 
(a) 
(a) 


3,563,232,000 (a) 


Farm Security 


TOTAL FOR FEDERAL AGENCIES $ 








Urban and Farm Mortgages of Private 
Agencies and Others 
$ 6,683,000,000 + 0.2% 
4,750,000,000 (b) + 4.3% 
4,297,809,679 (i) — 2.8% 
4,344,151,000 (j) — 3.9% 
201,174,731 + 3.1% 
8,400,000,000 —20.0% 


$28,676,135,410 — 7.1% 
$31,656,850,697 — 8.0% 


6,670,000,000 
4.554,000,000 (a)(c) 
4,420,000,000 (a)(h) 
4,519,000,000 (a)(h) 
195,200,000 


Life Insurante Companies (f ) 
Building and Loan Associations 
Mutual Savings Banks 
Commercial Banks 
Fraternal Societies 
Others (b) 10,500,000,000 


TOTAL FOR PRIVATE HOLDINGS $30,858,200,000 
TOTAL URBAN AND FARM DEBT $34,421,432,000 


Associations ( k ) 


























(a) Revised (g) Federal Home Loan Bank Administration. 
b) Estimated (h) Comptroller of Currency. 

April, 1945 (i) National Association of Mutual Savings Banks. 
(j) Insured banks only (92% of all banks). 

(k) Fraternal Monitor. 


c) “Survey of Current Business” 
d) RFC Mortgage Company 

e) U. S. Dept. of Agriculture 
(f) Institute of Life Insurance. 
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